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THE RELATIONSHIP BETWEEN TOURIST ARRIVALS, TRADE AND THE 
ECONOMIC GROWTH IN ASEAN-5 
BY 
LIEW CHIA HUNG 
 
The purpose of this study is to investigate the relationship between tourist arrivals, trade 
and the economic growth in ASEAN-5 that include Indonesia, Malaysia, the Philippines, 
Singapore, and Thailand over the period of 1980 to 2012. The tests adopted in this study 
are including stationary test, Johansen and Juselius Co-integration test, and VECM 
Granger causality test. The empirical results indicate that there exists long run 
relationship between tourist arrivals, trade, and the economic growth in each of the 
ASEAN-5 countries. Furthermore, this study had also found that there exist causality 
relationships among the selected variables in both short run and long run in ASEAN-5.  
The findings are important to policy makers to implement the appropriate policies to 
attract more tourist arrivals and increase the trade surplus in order to improve the GDP 






HUBUNGAN ANTARA KETIBAAN PELANCONG, PERDAGANGAN DAN 
PERTUMBUHAN EKONOMI DI ASEAN-5 
OLEH 
LIEW CHIA HUNG 
 
Tujuan kajian ini adalah untuk menyiasat hubungan antara ketibaan pelancong, 
perdagangan dan pertumbuhan ekonomi di ASEAN-5 yang termasuklah Indonesia, 
Malaysia, Filipina, Singapura, dan Thailand dalam sepanjang tempoh tahun 1980 hingga 
2012. Ujian yang digunakan dalam kajian ini adalah ujian pegun, ujian Johansen dan 
Juselius Co-integrasi, dan ujian VECM sebab-musabab Granger. Hasil kajian ini telah 
menunjukkan bahawa hubungan jangka masa panjang antara ketibaan pelancong, 
perdagangan, dan pertumbuhan ekonomi telah wujud di setiap ASEAN-5 negara. 
Tambahan pula, kajian ini juga menunjukkan bahawa hubungan sebab dan akibat antara 
pemboleh ubah yang dipilih telah wujud dalam jangka masa pendek dan jangka masa 
panjang di ASEAN-5. Hasil kajian ini adalah penting untuk pembuat dasar 
melaksanakan dasar-dasar yang sesuai bagi menarik lebih banyak ketibaan pelancong 
dan meningkatkan lebihan dagangan serta meningkatkan kadar pertumbuhan KDNK dan 
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 This study intends to investigate the relationship between tourist arrivals, trade 
and the economic growth in ASEAN-5. ASEAN-5 consists of 5 countries which are 
Indonesia, Malaysia, the Philippines, Singapore and Thailand. Tourist arrivals can be 
defined as the number of persons who visit and arrive at a country or tourist 
accommodation. Tourism is travel for vacation, business purposes, visiting relatives, 
friends or family, or honey moon. Tourism industry has experienced continued 
expansion to become one of the faster and largest growing economic sectors in every 
country over the decades (Lalnunmawia, 2013). Expansion in tourism industry is 
significantly depends on the improvement and encompasses a growing number of new 
destinations. Therefore, tourism industry brings the benefits for socio-economic 
progress through these dynamics. 
 
 Tourism can bring a lot of benefits which including income creation and 
generation of jobs. Nowadays, tourism industry is a great income source as well as 
growing resources for many countries (Convention on Biological Diversity, n.d.). 
International tourist arrivals will significantly affect the income level of countries when 




Local and foreign tourists are important which contribute to the development of the 
tourism industry as it is a major contributor to the nation’s economy. The ability to 
supply the needs of tourist arrivals and the availability of investment to develop the 
necessary infrastructure in the country are the requirements for the national economy to 
benefit from tourist arrivals (Lashkarizadeh, Keshmir, Gashti, & Shahrivar, 2012). 
 
 According to the World Tourism rankings, there were 983 million international 
tourist arrivals worldwide in 2011 which is increased with 43 million international 
tourist arrivals worldwide as compared to 940 million in 2010 (Bhatia, 2013). Malaysia 
made it into the top 10 countries with 25 million international tourist arrivals in 2012. In 
the Asian market, Malaysia was in the second rank after China in term of tourist arrivals 
(Lin, 2013). Then it is followed by Thailand in fourth rank, Singapore in fifth rank and 
Indonesia in ninth rank. The Philippines were not in the rank of top 10 countries in the 
Asian market and it has the least tourist arrivals in ASEAN-5 (Gatdula, 2013). 
 
 The tourism industry in ASEAN-5 is an important foreign exchange earner, 
attracting investments, reduce unemployment rate and contributing to the economic 
development. According to Sarmidi and Salleh (2011), tourism industry has progress 
rapidly in Malaysia after the establishment of Ministry of Culture, Arts and Tourism in 
1987. Under the Tenth Malaysia Plan (2011-2015), Malaysia aims to improve its 
position of global tourism receipts to be within the Top 10 in 2015 (Honhub, 2010). 
Besides, the ASEAN Tourism Ministers in January 2011 has adopted the ASEAN 




strategy by January 2012 (Le, 2013). This strategy is aim to build a competitive 
worldwide recognition of Southeast Asia and world-class tourism destination. 
 
 For trade, it is a process of purchase and selling of goods and services within a 
country or between countries. Trade is important as it is a vital interaction for every 
country in the world. Without trade, countries would have to provide their own 
resources for every aspect in their daily life and their economy cannot progress rapidly. 
Trading is also important as it contributes to the economy of a country. For instance, one 
country produces a good and then exports to another country will provides income 
which can then be used for development within the country. It also enables the countries 
to import more cheaply goods than they can produce locally especially for those 
products which need to use the scarce resources to produce. Trading also helps to 
generate the opportunity of job, reduce unemployment rate and generate income. 
 
 According to Lashkarizadeh et al. (2012), tourism industry is in the third rank of 
world trade after oil and automotive industries. Nowadays, this industry is one of the 
most important and high income industries in the world, thus policy makers and 
programmers of countries pay more attention to this industry as an economic, cultural, 
and political and security development strategy. Trade industry in ASEAN-5 has grown 
rapidly. Singapore and Malaysia are the largest trading nations in ASEAN-5. Meanwhile, 
the Philippines’ trade growth has been relatively slower, and it runs the largest deficits 




 For the economic growth, it is defined as an increase in the productive capacity of 
an economy to produce large quantities of goods and services, compared from one 
period of time to another. It is indicated by increasing gross domestic product (GDP). In 
other words, the economic growth is an increase in output which is real GDP. It is also 
can be defined as an increase in the general standard of living since society standard of 
living is measured by the quantity of goods and services available in economy. It is 
important to improve the standard of living and enable a country to move to become a 
more productive country. According to Saymeh and Orabi (2013), economic growth can 
be measured in real terms or nominal terms. It is adjusted for inflation when economic 
growth is measured in real terms while the nominal terms are including inflation. 
 
 According to Caraballo (2013), the economic growth in ASEAN-5 seen to grow at 
5.2% in 2013 and he made a forecasting that the economic growth will further increase 
to 5.6% in 2014. The Philippines achieved stronger than expected GDP growth of 7.8% 
year on year, as domestic demand was buoyed by accelerate investment and stable 
remittance inflows. Indonesia’s domestic demand continues to be strong with GDP 
growing by 6% year on year which driven by private consumption and public and 
private investment. Thailand’s economic growth moderated to 5.3% year on year while 
Malaysia’s economic growth slowed on weaker external demand and moderating 
domestic demand. However, Singapore’s economic growth moderated only to 0.2% year 





 Tourism is important because there is a relationship between tourist arrivals, trade 
and the economic growth. Tourism brings foreign exchange into the host country from 
the foreign visitors. It is the business which provides services to the people from a 
different nation or region and has greatly contributed to the economy of many countries. 
Based on Srinivasan, Kumar, and Ganesh (2012), tourism sector accounts for around 10% 
of the world’s gross domestic product (GDP), making it becomes one of the most 
significant economic sector. According to Yurtseven (2012), the scale of the world 
tourism industry will reach at around 11% of the world’s total GDP in 2014. Further, 
exports of tourism services are about 6% to 7% of total exports of goods and services in 
a country (Roe, Ashley, Page, & Meyer, 2004). Many developing countries have 
acknowledged the significance contribution that this industry can contribute to the 
economic development (Sharpley, 2000). 
 
 Meanwhile, the employment generated by tourist arrivals or travel are spread 
across the economy such as in construction, manufacturing, telecommunication and 
even in Travel and Tourism companies. As a labor-intensive industry, tourist arrivals 
provide more opportunities for employment and improving the welfare of the nationals. 
According to the statistics of Tourism World Organization, half of the world 
employment will be allocated to tourism industry until 2020 (Lashkarizadeh et al., 2012). 
 
 The purpose of this study is to investigate the relationship between tourist arrivals, 
trade and the economic growth in ASEAN-5. The reminder of the study is organized as 




the previous studies. The Chapter Three are described the methodologies and data 
employed. The Chapter four will discuss the findings. Finally, the Chapter Five will 
provide the conclusion of the study. 
 
1.2 Background of Study 
 




 Tourism in Indonesia is an important industry for the Indonesian economy as well 
as an important source for the country’s revenues. Tourists were attracted to visit 
Indonesia because of its natural beauty; rich in cultural heritage with a unique 
combination of tropic climate that gave a good impression for the tourists. According to 
the Figure 1, the graph shows that the number of tourist arrivals in Indonesia has 
increased from 561,000 people in 1980 to 5,185,000 people in 1997. After that, the 
number of tourist arrivals decreased to 4,606,000 people and 4,728,000 people in 1998 
and 1999 respectively since the economy was affected by the outburst of the financial 
crisis in Asia in 1997. After that, the number of tourist arrivals increased from 2000 to 
2001. However, it decreased from 5,154,000 people in 2001 to 5,033,000 people in 2002 
due to the terrorist attack which is Bali bombing in 2002. After that, the following 4 
years also suffered 3 major terrorist bombings which are Marriott Hotel bombing in 




Therefore, the number of tourist arrivals is inconsistence during these four years. 
Fortunately in 2007, no major terrorist attack occurred so that the number of tourist 
arrivals has increased from 5,506,000 people in 2007 to 8,044,462 people in 2012. 
 
 
Figure 1. Number of tourist arrivals in ASEAN-5 
Source: Data for 1980-2002, United Nations Economic and Social Commission for Asia and the Pacific 
  (2003). 
  Data for 2003 – 2007, ASEAN Community Statistical System (2008). 




 Malaysia is a federal constitutional monarchy in Southeast Asia. It comprises of 
thirteen states and three federal territories. According to the Figure 1, the graph shows 
that the number of tourist arrivals in Malaysia increased from 3,342,000 people in year 



























Number of Tourist Arrivals in ASEAN-5




2,854,000 people in 1985 due to the recession of the country. Then, it was continued to 
increase from 1986 to 1990. However, it dropped to 5,847,213 people in 1991 due to 
lack of promotional programs and then increased again to 7,469,000 people in 1995. 
The number of tourist arrivals decreased to 6,211,000 people and 5,551,000 people in 
1997 and 1998 respectively since the economy was affected by the outburst of the 
financial crisis in Asia in 1997. After that, the number of tourist arrivals was continued 
to increase from 7,931,000 people in 1999 to 25,030,000 people in 2012. Malaysia has 
extensively developed the tourism industry after the establishment of Ministry of 
Culture, Arts and Tourism in 1987. After that, this ministry has been upgraded to 
become the Ministry of Tourism in 2004 in order to monitor and ensure all tourism 
development activities and programs in Malaysia. As a result, the growth of Malaysian 




 The Philippines is a country which consists of 7107 islands. According to the 
Figure 1, the graph shows the number of tourist arrivals in the Philippines decreased 
from 1,008,000 people in year 1980 to 773,000 people in 1985. Then, it was continued 
to increase from 1986 to 1990. However, it was a great decrease from 1,025,000 people 
in 1990 to 951,000 people in 1991 partly due to the well-publicized murders of several 
tourists. After that, it was continued to increase from 1,153,000 people in 1992 to 
2,223,000 people in 1997 and dropped to 1,797,000 in 2001. Then, it was increased 




number of tourist arrivals also slightly decreased due to the global crisis or mortgage 
crisis. In 2012, the Philippines recorded highest in the number of tourist arrivals since 
1980 after the Department of Tourism launched a tourism marketing campaign titled 
“It’s More Fun in the Philippines”. However, the Philippines have the lowest number of 




 Tourism in Singapore is an important industry and contributor to the Singaporean 
economy. Based on the Figure 1, the number of tourist arrivals in Singapore increased 
from 2,562,000 people in 1980 to 7,198,000 people in 1997. However, it was decreased 
to 6,242,000 people in 1998. This is because the economy was affected by the outburst 
of the financial crisis in Asia in 1997. After that, it was increased again to 10,288,000 
people in 2007 but dropped to 7,778,000 people in 2008 and 7,488,000 people in 2009 
respectively. It was affected by global financial crisis in 2008 and 2009. Then, the 
number of tourist arrivals in Singapore increased to 14,500,000 people in 2012 which is 




 Tourism is a significant economic factor in Thailand. According to the Figure 1, 
the graph shows that the number of tourist arrivals in Thailand increased from 1,859,000 




people in 1991. After that, it was continued to increase from 5,136,000 people in 1992 
to 22,303,065 people in 2012 which indicated the country’s strong positively growth for 
tourism. As an overall, the number of tourist arrivals in Thailand was continued to 
increase from year to year. 
 




 According to the Figure 2, the graph shows that the trade balance on goods and 
services in Indonesia was decreased from 1980 to 1983. In 1983, Indonesia was 
suffering a trade deficit which is -$1,295,777,726. Based on the graph, the value for this 
indicator has fluctuated from 1980 to 2010. After that, the trade balance on goods and 
services in Indonesia has increased from $11,886,507,061 in 2010 to $18,783,351,286 
in 2012. Indonesia has suffering trade deficit in year 1983, 1986, 1995, 1996 and 1997. 
However, it shows an increasing trend from 2010 to 2012 after the global financial crisis 
in 2008 and 2009. The trade balance in Indonesia in 2008 only recorded $5,383,940,792 










Figure 2. Trade balance on goods and services in ASEAN-5 




 Malaysia is a trading economy. Malaysia total trade exceeded more than 100 
percent of the Gross Domestic Product (GDP) since the end of 1980s and reached more 
than 200 percent in 2000s. According to the Figure 2, the graph shows that the trade 
balance on goods and services in Malaysia has fluctuated from year 1980 to 2012. 
Malaysia has suffering trade deficit in year 1981 to 1983, 1991, 1993 to 1995. Therefore, 
a lot of strategies and incentives including the trade agreement such as ASEAN Free 
Trade Agreement (AFTA) has been proposed by the Malaysian government to 
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